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DOMCO 


Ninety- Fifth 
Annual Report 
of the Directors 
to the 


Shareholders 


INDUSTRIES LIMITED, MONTREAL 


Your Directors present herewith the Consolidated 
Financial Statements of your Company for the year 
ended October 31, 1967, together with your Auditors’ 
Report. 


Corporate Amalgamation 


Canada’s Centennial Year has marked a milestone in 
the Company’s development. The amalgamation ap- 
proved by the Special General Meeting of Share- 
holders on 4th October, 1967, was completed. The 
new name ‘DOMCO?’ has been advertised and pro- 
moted for the past two years to ensure appropriate 
recognition of the Company’s products and a modern 
identification for its expanded and diversified inter- 
ests. Today, backed by the most comprehensive range 
of resilient flooring products produced in Canada, 
coupled with the Company’s recent joint undertaking 
with Coronet Industries, Inc. in the carpet field, 
DOMCO is in a commanding position to service the 
Canadian flooring market from coast to coast through 


well established distribution channels, as well as 
available export markets through agencies abroad. 

The Company’s latest entry into other areas of 
business enterprise wholly unrelated to its principal 
business of manufacturing, presents a new challeng- 
ing opportunity for growth. Through the acquisition 
of two companies, hereinafter mentioned under ‘‘Ac- 
quisitions,’’ successfully engaged in the respective 
fields of net leasing of automotive and transportation 
equipment, and real estate development, new sources 
of income are made available with the potential for 
future improvement. 


Sales 


Due to improved and more modern manufacturing 
facilities a substantial increase in total sales of resil- 
ient flooring products was attained. 

Export sales were lower. Trading conditions abroad 
continue to be severe especially in the bigger markets, 
fast becoming self-sufficient in the manufacture of all 
floor covering materials. Licensing agreements preclu- 
de your company from offering licensed products in 
certain important export territories. 

Continuing lack of growth for the industry may 
be attributed to a considerable reduction in new 


construction. 


Earnings 


Net profit for 1967 fell to $45,124 or 6¢ per share 
compared with $465,378 or 61¢ per share for the 
preceding year. During the same period sales increas- 
ed by 6°/o to $18,792,828 as compared with $17,693,130 
in 1966. 

Depreciation, amounting to $1,065,484 was provid- 


ed at the maximum rates permitted under the Income 
axenCh. 

Despite sales gain in 1967, earnings were seriously 
reduced due to highly competitive pricing conditions 
existing in the vinyl asbestos tile market. This type 
of product accounts for a large proportion of the Ca- 
nadian industry’s sales volume. 


Working Capital 


Working capital fell sharply during the year primarily 
as the result of its utilization in the financing of in- 
vestments in fixed assets and subsidiary companies. 
The bulk of the capital used for these purposes was 
derived from a loan amounting to $6,014,795, which 
was repaid on December 6, 1967 and replaced by a 
loan for $5,012,326 maturing on November 20, 1968. 


Dividends 


Dividends were paid at the rate of 15¢ per share for 
the first three quarters and 10¢ for the fourth quarter, 
a total of 55¢ per share for the year. 

Since the close of the fiscal year, your Directors 
reluctantly omitted declaration of a dividend for the 
first quarter of the current year. 


Contribution to Employee Pension Fund 


During the year the Company reduced its past 
services liability to the employee pension fund by 
$536,446. A related tax benefit on this amount will 
be realized in future years. 


Operations 


The intensive capital expenditure programme of re- 
cent years has provided your Company with up-to- 
date manufacturing capacity so that expenditures of 
this nature will be greatly reduced in 1968. 

The new plant for production of cushioned vinyl 
floorings has been successfully completed and full 
scale production realized. All manufacturing units in 
the group have been consolidated in the Domco- 
Coronet Division. 

Carpet demand abated in 1967 but was still sub- 
stantial. The rising acceptance of Coronet carpets 
necessitated the installation of additional equipment 
to produce a broader range of styles. Coronet Indus- 
tries, Inc. of Dalton, Georgia, have contributed greatly 
in the planning and development of new products. 

Company-owned distributors in Ontario have been 
merged under the name Allied-Martin Limited and 
spacious, new premises are now being occupied at 
Cooksville on the outskirts of Toronto. 

Metrocan Leasing operations in 1967 showed satis- 
factory progress. Increased gross volume and earn- 
ings were attained without sacrificing liquidity or 
quality. Recent new business acquired involves larger 
and more diversified contracts. Entry into the field 
of railway equipment leasing has provided valuable 
new business and also establishes a sound basis for 
institutional financing. 


Research and Development 


There has never been a period in your Company’s 
history when technological and market development 
have had a more telling impact upon products and 
services. The multiplicity of new products with their 


particular technologies requires increasing effort 
from the entire organization in varying degrees, and 
the research and development group continues to be 
alert and responsive to product change needs and 
consumer preferences. 


Acquisitions 


In line with your Company’s diversification policy, 

the following acquisitions were made during the year: 
Edina Interchange Corporation, a wholly-owned 
DOMCO subsidiary, purchased all the shares of 
Edina Plaza Corporation, a corporation actively 
engaged in the development of valuable real estate 
holdings in Minneapolis, Minn., U.S.A. Evaluated 
on the basis of independent financial studies and 
property appraisals received, your Directors are 
confident that this new venture offers excellent 
potential for growth and will in due time produce 
beneficial results. 

In October, 1967, your Company elected to exer- 
cise its option to purchase from Metrocan Limited 
the balance of the outstanding capital stock of 
Metrocan Leasing Limited. 

In addition, control has been acquired in an im- 
portant distributor operating in the Montreal area 
and also a Quebec City distribution house specializ- 
ing in Domco-Coronet products. It is believed that 
these moves will ensure your Company’s growth 
in the Province of Quebec. 


Personnel 


Total number of employees at October 31, 1967, 
was 989. Membership in the Quarter Century Club 
totals 384, of whom 168 are on pension. 

A Collective Labour Agreement was signed at the 


Company’s Congoleum plant in western Montreal on 
November 2, 1967, with effect from October 23, 1967 
for a period of two years. 


Outlook 


The uncertain prospects for the construction industry 
coupled with the devaluation of the pound which 
may lead to further aggravated competitive condi- 
tions, make it difficult to foresee the current year’s 
operating results. The Company justifiably entertains 
the expectation that with completely integrated mod- 
ern plants it will at least retain its share of the in- 
dustry’s sales volume. Profits, however, will depend 
in the final analysis upon the price structure. Your 
Company is satisfied that it can and will retain its 
presently satisfactory position in terms of the market 
acceptance of its products. 

The longer term outlook offers more room for op- 
timism. The demand for housing from new family 
formations, which will continue to climb for some 
years ahead, is compounding a housing backlog which 
must eventually be filled. The Economic Council of 
Canada in its latest report states that, “Of all the 
major sectors of the economy, none will have to grow 
more rapidly than housing —at least to 1970, and 
perhaps even throughout the 1970’s’”’. Urban rehabili- 
tation is also long overdue. 

In the field of net leasing operations, advance busi- 
ness booked for 1968 denotes that a further improve- 
ment in results can reasonably be expected. 


Shareholders’ Meetings 


A Special General Meeting of Shareholders will be 
held on Thursday, February 15, 1968 at 10:30 a.m. 
immediately prior to the Annual General Meeting, for 


the sole purpose of sanctioning By-laws Nos. 2 and 3, 
enacted by the Directors of the Company at a meeting 
held on Wednesday, November 1, 1967; By-law No. 2 
being a by-law respecting the borrowing of money, 
the issuing of securities and the securing of liabilities 
by Domco Industries Limited, and By-law No. 3 being 
a by-law authorizing the directors of Domco Indus- 
tries Limited to elect an executive committee and to 
appoint other committees. 

Shareholders unable to be present at said meetings 
are asked to complete and return the enclosed proxy. 


Appreciation 


Your Directors and Officers wish to express their 
sincere appreciation to all employees in the Domco 
Group for their continued efforts and loyal support 
during many months of adjustments and to the Com- 
pany’s distributors and customers across Canada 
who, by their goodwill and active interest, have dis- 
played confidence in DOMCO products and service. 


On behalf of the Board, 


JOHN F. BAILLIE, 
President 


December 21, 1967 


DOMCO INDUSTRIES LIMITED AND ITS CONSOLIDATED SUBSIDIARIES 


Balance Sheet as at 31st October, 1967 


(With comparative figures as at 31st October, 1966.) 


Assets 


Current: 
Cash . 


Accounts receivable —less allowance for doubtful 
accounts 


Accounts receivable from subsidiary companies 
Income taxes recoverable. 


Inventories 
Merchandise and raw materials at the lower of cost 
or market price . Bs ort ia ae 
Investments in marketable securities at cost 
Market value 1967 $4,031,200. 
1966 $5,504,200. 


Prepaid expenses 


Instalments of long term loans and notes receivable . 


Long term loans and notes receivable (Note 4). . . 


Less instalments due within one year shown as 
current assets. 


Investment in and loans to subsidiary companies at cost 
(Note 5) 


Other investments at cost. 


Fixed: 
Real estate, buildings and plant, at cost. 


Less: Accumulated depreciation . 


TO THE SHAREHOLDERS, DOMCO INDUSTRIES LIMITED 

We have examined the balance sheet of Domco Industries Limited and its consolidated subsidiary com- 
panies as at 3lst October, 1967 and the statements of income and expenditure and retained earnings for 
the year ended on that date. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the cir- 
cumstances. 

In our opinion, the accompanying balance sheet and the statements of income and expenditure and 
retained earnings present fairly the financial position of the Company and its consolidated subsidiaries 
as at 31st October, 1967 and the results of their operations for the year ended on that date in accordance 
with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 

We have also examined the statement of source and application of funds for the year ended 31st October, 
1967 which is presented as supplementary information and, in our opinion, the statement presents fairly 


the information shown therein. 
HYDE, HOUGHTON & CO.. 


Montreal, Quebec, 14th December, 1967. Chartered Accountants, Auditors, 


1967 


$ 12,200 


6,277,216 
2,157,842 
66,425 


5,753,188 
3,575,634 


460,183 
125,000 


18,427,688 


494,115 


5,115,017 


1,499,003 


27,061,910 
15,675,413 


11,386,497 


$36,922,320 


1966 


$ 8,200 


6,118,562 
732,157 
221,580 


5,910,946 
3,912,218 


252,002 


17,155,665 


2,096,550 


965,505 


24,387,186 
14,651,302 
9,735,884 


$29,953,604 


Liabilities 
Current: 
Bank overdraft 
Bank loan 
Short term notes payable. 
Accounts payable and accrued expenses . 
Loan payable to an associated company . 
Loans payable (Note 6). . . 
Taxes payable. . 


Deferred income taxes . 


Shareholders’ Equity 


Capital stock: 


Authorized: 1,000,000 shares no par value 


common stock 


Issued and fully paid: 760,000 shares . 


Retained earnings . 


Approved by the Board of Directors. 
JOHN F. BAILLIE, Director. 
ALEX. G. PRYDE, Director. 


$ 275,916 
5,500,000 
1,917,106 

515,000 
6,014,795 
276,640 


14,499,457 


6,400,000 


16,022,863 


22,422,863 


$36,922,320 


$ 408,752 
2,128,000 
2,500,000 
2,431,567 

510,000 
149,216 
8,127,535 


93,803 


6,400,000 


15,332,266 
21,732,266 


$29,953,604 


DOMC)O i woustries LIMITED AND ITS CONSOLIDATED SUBSIDIARIES 


Statement of Income and Expenditure 
Year ended 31st October 


1967 1966 
Salese. 4456 5S, eee ee ee $18,792,828 $17,693,130 
Operating profiti(loss) Notes: ee (| 255,968) 246,304 
Incomes iromunvVestinen (See ee mec ee ener eee 307,366 355,867 
51,398 602,171 
Deduct: Provision for taxes on income. ........ 6,274 ___ 136,793 


{A 


Net proiitiior*the yeare. ee ee $ 45,124 465,378 


DOMCO INDUSTRIES LIMITED AND ITS CONSOLIDATED SUBSIDIARIES 


Statement of Retained Earnings 


Balance at the beginning of the year . 


Add: Net profit for the year . 
Realized appreciation of securities . 


Provision for deferred income taxes no longer 
required 


Deduct: Past service contribution to pension plans . 


Less: Related income tax credit . 


Loss on assets sold and demolished, including 
cost of demolition . 


Dividends paid . 


Balance at the end of the year 


Year ended 31st October 


1967 


$15,332,266 


45,124 
1,506,116 


93,803 
16,977,309 


536,446 


536,446 


418,000 


954,446 


$16,022,863 


1966 


$15,580,583 


465,378 
606,411 


16,652,372 


642,909 


332,055 
310,854 


325,252 


684,000 


1,320,106 
$15,332,266 


DOMCO INDUSTRIES LIMITED AND ITS CONSOLIDATED SUBSIDIARIES 
Year ended 31st October, 1967 


Notes to the Financial Statements (Continued) 


Note 3. 


Note 4. 


Note 5. 


Note 6. 


Note 7. 


Note 8. 


Operating loss is shown after charging the following: depreciation $1,065,484; salaries to employees 
who are also directors and other directors’ fees $122,751. 


Long term loans and notes receivable consist of the following: 


Promissory notes repayable by twelve monthly instalments of $20,833 commencing 
30th May, 1968 and one payment of $250,000 due 30th May, 1969— without interest $ 500,000 


8°/o Secured debenture, maturing 11th December, 1969) ee ee teenie tecien 119,115 
$ 619,115 
Investinent invand loans tol subsidiary Companies apr rer eters titre $5,115,017 


This amount is made up as follows: 


Investment in the shares of subsidiary companies......................--.+005- $2,559,020 
6°/0 Debenture;of aysubsidiary due 24the Marcin 972 eer ern eee 805,997 
Loan. toa subsidiary 9. .s5..Nascsoecac cree eet roa Cie ona et eRe 1,750,000 


Loans payable consist of the following two loans: 


Payable to the Euram= Corporations sem ste ere ee ere er $1,002,469 
Payable to Morgan Guaranty Trust Company of Paris, France......................-. 5,012,326 


$6,014,795 


These loans, which became due 6th December, 1967, have been repaid and an amount of $5,012,326 has 
been borrowed from The Euram Corporation on the same date. This latter loan is payable 20th 
November, 1968 and bears interest at the rate of 7.5°/o per annum. It is secured by a first mortgage 
on the Company's Eastern Montreal property in the amount of $6,500,000. 


In addition to the re-financing referred to in Note 6, the following post-balance sheet transactions 
have occurred: 


The Company has acquired control of a wholesale distributor for an amount to be determined by the 
profits of the distributor over the next four years. 


In addition, the Company has notified the minority shareholder of Metrocan Leasing Limited of its 
intention to exercise its option to purchase the remaining shares of that company. These transactions 


will require an expenditure of approximately $830,000 in the next fiscal year. 


The Company is the guarantor of a loan payable by Metrocan Leasing Limited in the amount of $2,500,000. 


Shown here are a few of the recent projects across Allied-Martin Limited 


Canada where your Company’s products were used. Showroom at new 50,000 sq. ft. warehouse, Cooksville, Ontario 
Allied-Martin Limited 
Salle d’Exposition au nouvel entrepét, Cooksville, Ontario 


Engineering Building, University of Manitoba 
Architects — Green, Blankstein, Russell Associates 
Vinyl Asbestos Tile 


nl Geom oh 


<< 


mir, 


if 


Forestry Building, University of British Columbia, B.C. Charles Camsell Hospital, Edmonton, Alberta 
Architects — McCarter, Nairne & Associates Architects — Rule, Wynn, Lord, Forbes and Partners 
Vinyl Asbestos Tile Architectural Marboleum and Supreme Solid Vinyl Tiles 


ie 


naam ee 
Le fs 
eo ew 


CORONET CARPET CARAVAN — 
a mobile showroom travelling across Canada. 


Dartmouth City Hall, Dartmouth, N.S. 
Architects — Webber Harrington & Weld LA CARAVANE DE TAPIS CORONET — 


Architectural Marboleum une salle d’exposition ambulante qui parcourt le Canada. 


— 


“carrer CARAVAN) 


Illustré: ee ; es ae : diuUoSsliatea,. 
Comfortflor 2750, 8 s Os — Comfortflor 2750, 
un des nombreux motifs | * . one of many patterns 
et coloris eG ae _ : : and colours 


En 1968, la publicité ae _ . 

de DOMCO s’étendra eee oo In 1968, DOMCO 
aux consommateurs - advertising will carry 
de tout le pays. over 35,000,000 messages 
Par l’entremise de publications to consumers across Canada. 
commerciales, on stimulera la Trade media will promote 
vente des couvre-planchers DOMCO-CORONET 
DOMCO-CORONET auprés floorcoverings to dealers. 
des détaillants. Des revues d’architecture Architectural and other 
et autres publications professionnelles professional publications 
présenteront les matériaux a will feature commercial 


parquets commerciaux. | D) MA floor products. 


WHERE THE EXPERIENCE IS. 


PART NITYNeDIOAICH 


Le “CENTRE D’EXPOSITION DOMCO-CORONET” 
a la Place Bonaventure, dispense modéles et services de décoration et de commercialisation. 


“DOMCO-CORONET CENTRE” 


located in Montreal’s new show mart — Place Bonaventure — provides design, decorating and merchandising services. 
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